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Executive Summary jS 


Amid escalating US-China bilateral trade tensions, AmCham China and ^ 

AmCham Shanghai conducted a joint survey of member companies to 111 j||lliii#ffi±;SjlllliS#^^#mi&tUtjS : fTT 
measure the impact of tariffs imposed by both the US and Chinese gov- 

ernments. The survey was conducted between August 29 and Septem- zfc&ilSEM 2018 ^ 8 £! 29 9^50*, 

ber5, 2018*. Over 430 companies responded to the survey, of which Jgid; 430 3s:211^J5£7lthM5]#, 

60.6% are in manufacturing-related industries, 25.8% in services, 5.5% jRgflHstll (60.6%) .. i (25.8%) s 
in retail and distribution, and 8.1% in other industries. Major findings (5.5%) (8.1%) 

from the survey include: 


* At the time of the survey, the anticipated second rounds of US and Chinese tariffs had been announced in draft form, 
but without a firm date for their implementation. On September 11,2018, it was announced that additional US tariffs on 
Chinese goods worth $200 billion would take effect on September24,2018, at a level of 10% and could increase to 25% on 
January 1,2019. China responded with a list of duties ranging from 5-10% on American goods worth $60 billion to take ef¬ 
fect at the same time. 
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Negative impact 
of tariffs is 
clear and far- 
reaching; 
rising costs a top 
concern 

zfe\ $ 1 a! DU W> P Ir] IS) 

Mm 


• Over 60% of respondents say the initial $50 billion of tariffs from both the 
US and China are negatively impacting their companies. The percentage of 
companies expecting to be negatively affected by the second round of tar¬ 
iffs jumps to 74.3% for the US tariffs ($200bn) and 67.6% for Chinese tariffs 
($60bn). Over twice as many companies anticipate a “strong negative impact” 
if the second round of tariffs are implemented. 

• The practical impact of combined tariffs is reflected in loss of profit (50.8%), 
higher production costs (47.1%), and decreased demand for products (41.8%). 
Only 11.8% of respondents have reduced employees, though the second 
tranche of tariffs will most likely raise this percentage. 
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Over half of 
respondents note 
increase in non¬ 
tariff barriers 





• China has warned that it will use qualitative measures in addition to tariffs in 
responding to US actions, as it cannot match US tariffs dollar for dollar. A slim 
majority (52.1%) reported suffering the consequences of such measures, main¬ 
ly through increased inspections (27.1%), slower customs clearance (23.1%) 
and other complications from increased bureaucratic oversight or regulatory 
scrutiny (19.2%). 
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Supply chains 
significantly 
impacted, with 
some companies 
reassessing 
investment plans 
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• Adjusting supply chains is a common response to the tariffs, with many com¬ 
panies seeking to source components and/or assembly outside of either the 
US (30.9%) or China (30.2%). Nearly one-third (31.1%) say they are considering 
delaying or canceling investment decisions. 

• But the majority, nearly two-thirds (64.6%) of respondents, have not relo¬ 
cated and are not considering relocating manufacturing facilities out of China. 
Among those who are, the top destinations are Southeast Asia and the Indian 
Subcontinent. Only 6% say they are considering relocation back to the US 
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Impact of Tariffs 


The majority of survey respondents are negatively impacted by current 

US and Chinese tariffs, with slightly more companies being affected by (62.5%) 

the US tariffs (63.6%) than the Chinese tariffs (62.5%). When questioned fltb, (63.6%) 0<J 

about the proposed second round of tariffs ($200bn from the US and Mivfao iSS^lRlB^^Wltb^J^ 

$60bn from China), there is a marked shift from companies expecting 3f±ft, hk 3\ “fl 

a “slight negative impact” to a “strong negative impact.” Nearly three ®fjP|p|” 0 74.3% 

quarters (74.3%) expect to be negatively affected by the second round M 67.6% 

of US tariffs. The expected negative impact of the second round of Chi- B^#Mftilnil£P|p| 0 

nese tariffs is less far reaching, at 67.6%. 
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Impact of Chinese tariffs on your business 
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Negative Impact of Tariffs by Sector 


The following charts depict the current and expected negative impact 

ofthe various rounds of tariffs by sector and industry. These represent @JP|o|, fif&SHiSElbztST 

those respondents who selected either "strong negative impact" or “StSftSiJPI rI” K)§iS# 0 

"slight negative impact." 


Industries most negatively impacted by initial $50bn tariffs: 
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Industries expecting most negative impact from proposed $200bn (US) & $60bn 
(Chinese) tariffs: 
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Negative impact of tariffs on manufacturing and service sectors: 
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Negative impact of tariffs by respondents' primary focus of operations in China: 


Primary focus in China 
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Produce or source goods or services in 
China for the China market 

62.5% 

62.5% 

71.9% 

67.2% 

192 

Produce or source goods or services in 
China for the US market 

76.7% 

53.3% 

88.3% 

55.0% 

60 

Produce or source goods or services in 
China for markets other than the US or 
China 

66.7% 

59.3% 

74.1% 

66.7% 

27 

Import goods into China 
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Other 

65.8% 
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76 


*This chart illustrates those who responded that the various rounds of tariffs do, or will, have a "strong negative impact" or 
"slight negative impact" on their business, broken down by the respondents 1 stated primary focus of operations in China. 
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Impact on Business Operations Pfi] 


The most significant effects of both US and Chinese tariffs (current and 
expected) on respondents' business operations are: loss of profit (50.8%); 
higher manufacturing costs (47.1%); and decreased demand for products 
(41.8%). Only 11.8% of respondents have reduced employee headcount, 
though the second tranche of tariffs will raise this number. 
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How are these combined tariffs impacting your business 
operations in China? (Check all apply) 


Increased the cost of manufacturing 

Decreased demand for products 

Increased the sale price of products 
A pall 

Reduced profit slightly (<10%) 
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Reduced employee headcount 
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Impact on business 
operations by industry 
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Impact on Business Strategy 


Impact on business strategy 
by industry 
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Businesses are reacting to the tariffs in a variety of ways. The top single response 
among participants is to delay or cancel investments (31.1%). But grouping 
similar answers reveals a clearer strategy: over 60% of respondents are adjust¬ 
ing their supply chains to source components and/or assembly outside the US 
(30.9%) or China (30.2%). Nearly a fifth (18.3%) may relocate some or all manu¬ 
facturing outside China, while 9% are considering moving manufacturing out of 
the US. Thirteen companies are considering exiting the China market altogether. 
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How are tariffs and US-China trade tensions impacting your 
business strategy? (Check all that apply) 


Delaying or canceling 
investment decisions 
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Adjusting supply chain by seeking to source 
components and/or assembly outside the US 
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If you have relocated or are considering to relocate China-based manufacturing 
facilities to other countries because of the tariffs and/or concerns over the future 
of US-China trade relations, where are you relocating to? (Check all that apply) 


No plans to relocate 
manufacturing facilities 

Southeast Asia 
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Elsewhere 

mm 

Indian Subcontinent (India, 
Bangladesh, Pakistan, Sri Lanka) 
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Relocating China-based manufacturing by industry 


Consumer products 33.3% 
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Other industrial 33.3% 
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Non-tariff Barriers 


Unable to match US tariffs dollar for dollar (China imports $129.9bn of (^B 

goods from the US, while the US has implemented tariffs on $250bn of ff^f'AjtSfSOffHiS 1299 (fail 

imports from China), Chinese leaders have warned of using qualitative SE^fftfiS 2500 , 

measures to respond to the US tariffs. However, the majority of respon- 

dents (52.1%) are already suffering the consequences of such measures, pjfjsg 0 Eix^—■(52.1%) 

mainly through increased inspections (27.1%), slower customs clearance gJ357^iJiP^#^]JSlgJip (27.1%) .. 

(23.1%), and other complications from increased bureaucratic oversight gg ( 23 . 1 %) „ 

or regulatory scrutiny (19.2%). Fortunately, the outright rejection of (19.2%) HfifttHo 

products at customs (5.1%) and rejection of licenses or other approvals (5.1%) (3.9%) fi^ij 

(3.9%) ranked last, suggesting that such tactics are not yet widely in use. „ 


Have you experienced an increase in any of the following non-tariff barriers in 
recent months? 


No change 
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Survey Demographics 


Primary focus of operations in China: 


Produce or source goods or 
services in China for the US market 


Import goods into China WfftElZi 
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Industry 

Number of 

responses 

#»A» 

Percentage of 
responses 

fit u 

Machinery, equipment, systems, and controls 

69 

16.0% 

Other services (e.g., law, human resources, accounting, marketing, advertising and PR, 
research, consulting) 
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51 

11.8% 

Automotive and transportation vehicles 

36 

8.3% 

Other 

35 

8.1% 

Consumer products 
>SSpp 

30 

6.9% 

Healthcare products (e.g., pharmaceuticals, medical devices) 
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28 

6.5% 

Chemicals 

26 

6.0% 

Financial services (e.g., asset management, banking, insurance, investment) 
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22 

5.1% 

Electronics (non-consumer) 
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16 

3.7% 

Other industrial (e.g., mining, paper and packaging) 

mr. 

15 

3.5% 

Technology/telecommunications (hardware) 
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3.5% 

Retail and distribution 

13 

3.0% 

Transportation and logistics 

11 

2.5% 

Aerospace 

11 

2.5% 

Agribusiness 
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9 

2.1% 

Education 

mm 

8 

1.9% 

Media and entertainment 

7 

1.6% 

Oil and gas/energy 

7 

1.6% 

Hospitality, and travel and leisure 

6 

1.4% 

Healthcare services 

siann 

6 

1.4% 

Real estate and development 

mwrmm 
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1.4% 

Technology/telecommunications (services) 
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5 
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Total 
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